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FOEWORD 



In close proximity to us, while we have been pursuing 
our comptrollerahlp studies, there is a field of business admin- 
istration that is both interesting and relevant to our work: 
University Comptrollership. The writer has investigated this 
field and has found that there is considerable applicability 
of all that we have learned in the various facets of business 
administration and further that there may be need for some 
improvement in university business administration. In other 
words, for those universities not now so endowed, it is felt 
that a competent comptroller would prove a most useful staff 
officer. 

This paper dwells mostly on recommended business or- 
ganizations for universities; suggested comptroller's duties 
are broadly portrayed and are not intended to be comprehensive 
but merely stimulative of thought and perhaps further investiga- 
tion. 
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CHAPTER I 



FUNCTIONS AMD ORGANIZATION 



Principal Area3 of Administration 



The major objectives of an educational Institution are 
to provide instruction and to add to knowledge through research. 

It follows therefor, that the real strength of a college or 
university lies in its faculty. The primary purpose of adminis- 
tration in a university is to serve and ail tha faculty in the 
accomplishment of lt3 objectives. This may well serve ao the 
motto of the university comptroller. 

Tha principal areas of administration in a university, 
as listed by tha American Council on Education, are as follows: 

1. Educational administration. -The primary concern of 
educational administration Is instruction and re- 
search. This area usually includes also the selection, 
admission, and supervision of students, and, in 

many institutions, the administration of extension 
and other public services. 

2. Public relations. -Since all institutions of higher 
education, both publicly and privately controlled, 
must look to the community for funds, sound public 
relations are essential. This area of administra- 
tion is usually the direct responsibility of the 
president, with a large measure of assistance from 
the board. 

3 . Business Administration. -This area of administra- 
tion may be subdivided into at least eight well- 
defined areas: 

(a) Accounting, auditing, reporting, and budgetary 
control. 

(b) Receipt, custody, and disbursement of moneys. 
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(c) Investment of funis. 

(d) Procurement. 

(e; Management of the auxiliary and services enter- 
prises. 

(f) Operation and maintenance of the institutional 
plant . 

(g) Selection and promotion of non-academic personnel. 

(h) Administration of staff benefit programs. 1 

It is to this last area, business administration, that 
we turn our attention, Educational business administration has 
become an important field of service. However, this development 
is surprisingly recent, for at the turn of the century, business 
duties were still being carried on by presidents and faculty 
members as an auxiliary function. There was no such officer as 
‘’business manager” or “comptroller” in a college or university. 

The Initial appointees to such offices had to assume the burdens 
of pioneering in a new field.* 2 

It has now become axiomatic that no educational in- 
stitution, however small, should attempt to carry on its affairs 
without competent direction for Its financial and business 
matters. Boards of Trustees usually consist of persons of sig- 
nificant outside interests and serve without compensation. They 
cannot beexpected to consider other than the more important 
policy matters. The president and faculty members also should 
not be burdened with business details to the detriment of their 

^American Council on Education, College and University 
Business Administration . Washington, D, 0. , Vol I (1952). 

2 Amerlcan Council on Education Studies, Training for 
College and University Business Administration . Washington, D. C., 
(April 1937) p. 1. 
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educational duties. 

It is not meant to imply, however, that the Board and 
the president should dismiss entirely business affairs by the 
appointment of a business executive to independently conduct 
the business management of the university. It Is Intended that 
a business organization exist with a senior executive In charge, 
who reports directly to the president and, by the instrument of 
his organization, serves the president and the department heads 
of the university. 

The number of administrative officers reporting directly 
to the president should be as few as possible, although it Is 
essential that the president maintain a sufficiently wide per- 
sonal contact with members of the faculty and staff to retain 
a broad understanding of the institution as a whole. Sven in 
the largest Institutions, it will be found that, by careful 
analysis of functions, it Is possible to reduce the number of 
executive officers reporting directly to the president to 
three, for example: the chief educational officer (dean of 
faculties), the chief business officer and the director of 
: public relations. 

As reflected In the American Council on Education Studies, 
there is no set pattern for administrative arrangements In 
colleges. It has been found in some instances that the president 
has executive control of all university officers; in other in- 
stances the officers report directly to the governing board. 
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In university bualnees administration all shades of opinion 
may he found ae to the proper titles anl functions of the admin- 
istrative officers. In some universities the treasurer appears 
to be the chief business executive, In others, the comptroller, 
anl in yet others, the business manager. In the sampling pro- 
cess of some six hundred colleges and universities, no two In- 
stitutions seemed to have the same administrative arrangement. 

The studies, recognizing the diverseness in assigning titles 
anl duties, make a plea for uniformity as to methods and for good 
business administration."' 

From the Council’s studies as modified by the con- 
census of opinion at seminars conducted by the students of the 
Naval Postgraduate Course in Comptrollership at the George 
Washington University, It is concluded that the idealized 
functional arrangement of top business administrative management 
should be as shown in Figure 1. : 



^American Council on Education Studies, College and 
University Business Organization . Washington D. C., Vol II, No. 13. 
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Comptroller 


Business lianager 


Treasurer 



*An optional arrangement- since the president may prefer to 
reserve this function to himself. 

Figure 1. 

It is to be noted, implicit in the above recommendations, 
that the comptroller is placed neither in a superior position, 
where line operating duties would ensue, nor in a position sub- 
ordinate to the degree th ,3 t the important value of controller- 
ship could not be fully employed. In this paper the advocacy of 
orthodox comptrollerahlp functions will be proposed, although 
David R. Anderson in his work, Practical Gontrollershlp. advises 
that as yst there is no clear-cut definition of the functions of 

A 

a controller. 



^David R, 
Richard D. Irwin, 



Anderson, Practical Gontrollershlp (Chicago; 
Inc , , 19^9), p. 1* 
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The organisation of business functions at the George 
Washington University is observed to be as shown in Figure 2: 




Figure 2. 



A brief mentioning of the duties of these officers follows 

Treasurer-Line officer charged with business management, 
operation and maintenance of tho George 
Washington University. 

Business Manager-Physical plant management and minor 

maintenance, purchasing officer, administrator 
of communications and office services. 

Plant Engineer-New construction (university physical 

expansion) and major maintenance an! renova- 
tion of existing facilities. 



Comptroller-wlth his assistants, disbursing payroll, 

general accounting, internal auditing, hospital 
administration. 

Assistant Treasurer, Fiscal-with a Cashier as assistant. 
Real estate management, investments, tax 
matters, insurance, loans and scholarships. 
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Assistant Treasurer-administration of research . Cj 

General Functions of Comptroller3hip 
At the commencement of this paper, the areas of business 
administration were quoted from the writings of the American 
Council on Education. In order to outline the functions of 
comptroller ship, these areas will be examined, enlarged upon 
and added to where appropriate; and at the same time, re- 
commendations will be made for discharging the functions. In 
making these recommendations, the writer has been influenced 
considerably by the statement of the duties of a controller in 
a manufacturing corporation, published by the Controllers In- 
stitute of America and shown in Appendix I. Admittedly, there 
is not complete applicability of the duties as advocated by the 
Controllers Institute, but it is the general them© of tills 
paper that there is a parallel. 

In considering the business administration functions 
quoted at the beginning of this paper, as taken in context 
with the administrative organization as shown in Figure 1, the 
following clarification of controller functions is suggested: 

(a) Accounting, auditing, reporting and budget control . 
These are clearly comptroller's duties but the re- 
quirements are essentially supervisory and should be prescribed 

^Drawn from interview with Mr, John A. McLaughlin, 
Assistant Treasurer, Fiscal, the George Washington University, 
February 20, 1956. 
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as follows: 

1. The Installation and supervision of all accounting 
records of the university. The governing of 
standard practices relating to accounting matters 
and procedures. 

2 . The continuous audit of all accounts and records of 
the university wherever located. 

3. The preparation and interpretation of all statements 
of financial status and financial reports of the 
university. 

4. The preparation, as budget director, in conjunction 
with other officers and department heads, of an 
annual bu I get covering all activities of the univer- 
sity, for submission to the Board of Trustees prior 
to the beginning of the fiscal year. The authority 
of the comptroller, with respect to veto of commit- 
ments or expenditures not authorised by the budget 
shall, from time to time, be fixed by the Board of 
Trustees. 

(b) Receipt, custody anri disbursement of moneys . 

These are treasurer duties but the comptroller should 
approve for payment (anl/or countersign) all checks, promissory 
notes and other negotiable instruments of the university which 
have been signed by the treasurer or such other officers as shall 
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have been authorized by duly constituted authority. 

" ( c ) Investment of funds . " 

Again, these are treasurer duties but the comptroller 
3hould examine all warrants for the withdrawal of securities 
from the vaults of the university and determine that such with- 
drawals are made in conformity with the regulations and/or by 
laws established by the Board of Trustees. 

"(d) Procurement . 11 

Duties of the purchasing agent under the business 

manager. 

"(e) Management of the auxiliary and service enterprises . " 

Those are duties of the business manager but In the 
instance of procurement, it should be effected under the sanction 
of the budget. The accounting and auditing of these enterprises 
are within the purview of the comptroller. 

"(f) Operation and maintenance of institution plant . " 

The Superintendent of Buildings and Grounds has this 
function but again, budgetary restrictions and the comptroller’s 
accounting and audit functions are applicable. 

"(g) Selection and promotion of non academic personnel . " 

This is the direct responsibility of the chief business 
executive with decision based on recommendations of appropriate 
subordinate officers. 

"(h) Administration of staff benefit programs ." 

This is a comptroller function to which should be added 
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accounting for Income an! social security tax deductions. 

Tbs following additional areas of administration are 
recommended, all of which should be the responsibility of the 

comptroller: 

(1) The compilation of educational anl administrative 
costs. 

(j) The taking an! costing of all physical inventories. 

(k) The preparation an! filing of tax returns an! the 
supervision of all matters relating to taxes. 

(l) The ascertainment currently that the properties of 
the university are properly an! adequately insured. 

(m) The coordination of all administrative systems 
throughout the university, including clerical and 
office methods, records, reports and procedures. 

(n) The maintenance of adequate records of authorized 
appropriations an! the determination that all sums 
expended pursuant thereto are properly accounted for. 

(o) The ascertainment that financial transactions covered 
by the minutes of the Board of Trustees an! /or the 
Executive Committee are properly executed and 
recorded. 

(p) The maintenance of adequate records of all contracts, 
leases and rental agreements. 

(q) The preparation or approval of the regulations or 
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standard practices required to assure compliance 
with orders or regulations issued by duly con- 
stituted governmental agencies . 

Thus, in broad outlines, the comptroller’s functions in 
a university he.ve been recommended. As previously ha9 been 
stated, there is a truly amazing variation in the nature and 
scope of the comptroller's duties and the Importance of his job 
in different universities. In some universities there Is no 
executive with the title ’’comptroller”. In the majority of 
universities where there is a comptroller, he may be the chief 
administrative officer on a level co-equal with the president 
and reporting directly to the Board of Trustees or, on the other 
hand, he may be a minor functionary of small responsibilities. 
Middle ground, is recommended , wherein the comptroller is an 
Important functional officer with chief responsibility to pro- 
vide aound management advice based on the records, accounts, 
statistical and reporting systems which he maintains. 

Organization of the Comptroller's Functions 
In organizing the comptroller’ s department much de- 
pends upon the size of the university and the qualifications 
of the personnel available. There can be no pronouncement of 
an idealized organizational arrangement. However, there are 
certain major groupings of work which have been found in 
practice to be effective. A suggestion by the American Council 
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on Education for the comptroller’s organization, portrayed in 
chart form in Figure 3, as follows: 



• 

Director 

of 

Student 
Loans L 



Figure 3. 

A , G, E. recommended comptroller organization, 6 

It is believed, however, that there is room for elabora- 
tion and some Improvement upon the Council’s recommendations. 

In light of the comptroller’s duties previously recommended, the 
organization of his department is proposed in Figure 4, : 




Payrollj 

Manager 



(L 

American Council on Education, on, clt .. Vol. 1, p. 12 
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Auditor 



Inventory 
Manager j 



COMPTROLLER 
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Budget 
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( PETTI, 

Insurance 
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Statistician 


Office 


Tax 


Accountant 
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Manager 


Advisor 
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Accounting 



f Coot ~j f Payroll 
Accounting & 



Tabulation 



■ » 

Reports, files 
and records 

i 



i: 




Communications Stenographic 






Methods 

& 

Proco- 

[durss 



Figure 4. 

Recommended comptroller organization 
In recommending the organization presented in Figure 4,, 
it la realized that in smaller universities a combination of 
duties say be required. The following combinations are suggested: 

(a) Tax Advisor and Insurance Officer 

(b) Statistician and Financial Reports Officer 

(c) Inv >ntory Manager with (a) or (b) 

If at all possible Internal aulit should be taaintalned separate 
from all other functions andlnasmuch as a continuous aulit should 

| 
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be in process. It would appear to be a full-time function. It 
is administratively advisable to similarly separate the account- 
ing and budgeting function. It is possible to combine office 
management with another function but if conducted properly, 
the function can be full-scoped in even the smaller univer- 
sities. 

In those universities which have colleges In different 
geographical locations decentralization of accounting and clerical 
functions is necessary. In such situations the records and 
clerical positions in the dispersed colleges are limited to 
those necessary to provide prompt service, provide college 
officers with day-to-day Information they need to conduct 
operations. The comptroller in these cases will determine the 
form of records to be kept, the routines to be followed and the 
reports to be submitted. 



CHAPTER II 



INTERNAL CONTROL 

The Property Control Function 

Tbs purpose of tbe property control function of con- 
trollershlp is to protect tbe assets of the university, 1. e. t 
to prevent their dissipation through error, carelessness, or 
fraud. In order to exercise property control the follov/ing 
fundamental rules should be observed: 

(a) Set up accounts so that the personal responsibility 
of individuals as custodians of the various funds 
and assets of the university can be Identified, 

(b) Provide physical facilities and safeguards to pre- 
vent movement of property without the knowledge of 
the responsible custodian. 

(c) Issue clear and definite instructions specifying on 
what authority each custodian can release property 
for which he is responsible. 

(d) Organise the accounting routine so that, as far as 
possible, the work of every employee who handles 
university property is subject to automatic check 
by some other employee or through the records kept 
by some other employee. 

(e) Verify the existence of various classes of property 
by physical Inventory at periodic intervals. 
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The Legal Function 

Since the activities of the typical university include 
a wide spectrum of human affairs, it is not surprising that its 
legal functions are equally numerous and diverse. Although 
few university comptrollers have received formal legal train- 
ing, it is important that they be able to recognise incipient 
legal issues and seek appropriate legal advice in time to avoid 
controversy and expense. 

The comptroller's area of responsibility under the legal 
function should lie generally in the area of tax matters as they 
may impinge upon the income derived from the various funds and 
upon the material resources of the university or in the tax 
collection service in the case of social security taxes. The 
problem of property tax may be dismissed with the exception of 
certain real estate business undertakings, since, in general, 
all property of institutions of higher education used directly 
for educational purposes lo exempt from state and local tax 
assessment. There are some lingering questions as to tax exemption 
of property not used directly for instructional functions, such 
as dormitories, dining halls, athletic fields, service property, 
and faculty housing. In this connection the American Council 
on Education states that "Tax exemption is a privilege and it 
must be so considered by all institutions that enjoy it. Educa- 
tional institutions should conduct their affairs so as to con- 
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tinue to merit the public confidence thU3 expressed. n - 

The Revenue Act of 1950 represents the first effort of 
the Federal O-overnment to subject the general income of non 
profit educational institutions, under certain conditions, to 
taxation. In the case of income from the ownership of real 
estate, the act imposes a tax only if the property was acquired 
with borrowed capital and leased for a comparatively long term. 
Under these conditions the university is viewed as changing 
from the status of a passive recipient of Income to that of an 
active participant of business. The comptroller should apprise 
himself of tax matters and advise top management accordingly. 

Since the tax-withholding requirements of the Internal 
Revenue Code now make the employer an agent of the tax collector, 
the university comptroller must determine the tax status of 
everyone employed by the university and make provision in the 
accounting structure, records and reports of the university for 
the collection of the revenues. 

The Accounting Plan 

On© of the comptroller's primary duties is to develop an 
accounting plan which will control the property of the university, 
prevent loss through error or fraud and provide the Trustees, 
president and other officers of tho university with all requisite 

^American Council on Education, on. clt .. Vol. 2, p. 167. 
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management information. An important part of this Job ia de- 
fining exactly what the needs of management are, for manage- 
ment itself cannot be expected always to know, out of the 
available mass of information, what it can use to best ad- 
vantage or what the cost of various alternatives may be. 

An accounting system for a university mu°t meet the 
requirements of the institution in question. Universities are 
non-profit organizations. It is essential therefore, that they 
set up their budgets, maintain their accounts, and present their 
financial reports in accordance with generally accepted account- 
ing principles appropriate to non-profit enterprises. 

Educational Institutions obtain considerable amounts 
of income from private and public gifts, grants, and appropria- 
tions on which financial limitations of various types are imposed. 
One of the most important functions of the accounting system 
is to Insure the observance of those limitations. Universities, 
therefore, must provide for the keeping of fund accounts, a 
provision which is not found In commercial enterprises conducted 
for gain (an exception being the bond sinking fund). 

The American Council on Education states that because 
of the varied nature of funds held by a university it is necessary 
for administrative purposes to sharply separate diverse fun?s 
but to group together (not combine) similar funds in accounts 
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and reports . 2 

Additionally, the Council’s studies list the standardiza- 
tion of funis as recommended by the National Committee on 
Standard Reports: 

1. Current funds- funds expendable for current operations 
of the institution, 

a. General- funds available for any of the current 
operations of the Institution, 

b. Restricted-funds which must be expended for 
the current purpose indicated by the donors. 

2. Loan funds- funds from which loans are made to 
students. 

3. Endowment and other non- expendable fun’s- funds, the 
principle of which must remain Intact. 

a. Endowment funds- funds the principal of which 
must be held Intact, the income only being 
used. 

b. Funds held subject to annuity agreement s- 
funds given to the institution with the under- 
standing that payments woull be made to 
annuitants. 

4. Plant funds- funds for capital additions and assets 
acquired as the result of the expenditure of such 
funds. 

a. Unexpended funds- funds designated or appro- 
priated for plant which have not yet been 
Invested in plant assets. 

b. Invested in plant-assets acquired by gift or 
through the expenditure of funds designated 
or appropriated for plant purposes, 

5. Agency funis- funds in the custody of the institu- 
tion but belonging to students or others. 7 

The brevity of this pacer will not permit delving Into 

^American Council on Education Studies, Statements of 
Fund Transactions In Financial Reports, './ashington. D. C.. Vol 1. 
nSTTT; TKot 1937) pp 1-2 

^Ibid, pp. 3-4. 
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the fora and operation of accounting records, 1. e. f the mechanics 
of record-keeping, but instead, will treat the principles that 
have been found by the American Council on Education to be 
fundamental in constructing the accounts so that they will 
yield the information needed in university financial accounting 
and reporting. Principles, in addition to those previously 
cited in this chapter have been recommended by the Council as 
follows : 

(a) Income and expenditures of auxiliary enterprises 
should be shown separately from other institutional 
operations. 

The Council states as reason that these enterprises are 
expected to be self-supporting. The writer injects that separa- 
tion may be julicious because of possible tax liability both 
property and income. 

(b) Accounts 3hould be kept on a modified accrual basis. 

The Council reasons that complete accrual basic is not 

necessary since, although there is the stewardship requirement , 
there is no no3d to determine net profits and net worth. Con- 
sequently there Is no need to report accrued interest receivable 
or allocate insurance premiums to subsequent periods. The 
writer offers a marginal difference of opinion in that in order 
to precisely determine effectiveness of stewardship it Is not 
unreasonable or impracticable for the comptroller to require 
accounting on a strict accrual basis. Therefore, It is believed 
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that accrued interest and prepaid insurance premiums should be 
reported, 

(c) The necessity for providing for renewals and re- 
placements of property and of charging depreciation 
depends on the class of property under consideration. 

The Council points out that many assets were donated 
and will be replaced on that basic, therefor, an allowance for 
depreciation and a depreciation reserve are unnecessary. However, 
the council indicates that institutional service property and 
auxiliary enterprise property should be depreciated and pro- 
vision be mado for replacement by reserves of actual cash or 
investment funds. Also Investment real property should be de- 
preciated, The writer adds that the comptroller should insist 
on depreciation of the latter in order to comply with Federal 
income tax requirements. 

(d) Interfund borrowing should be avoided. 

If done, the comptroller should require that the 
balance sheets of the funis involved clearly show the fact3. 

(e) Current restricted receipts should be reported as 
income only to the extent expended during the year. 

The Council here has not supplied the information as to 
the accountability of the funis received but not reported as 
income. It is believed that the comptroller should set up a 
balance sheet account showing these funis as a short term loan 
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subject to return to donor or later conversion to usuable 
income . 



Internal Control and Audit 

Internal control and audit are important phases of the 

university accounting system and as such rank among the primary 

responsibilities of the comptroller. Clarence Scheps places the 

Internal Auditor directly under the Comptroller which positioning 

4 

Is concurred in. 

It is incumbent upon the Comptroller, through his Auditor, 
to insure that the following principles of Internal control are 
adhered to: 

(a) That there are no autonomous business functions 
within the general functions of the university. All 
business functions should be within the central 
control of the business office. 

(b) That the internal organisation of the business 
office is such that responsibilities are fixed and 
duties delineated so that the work of one employee 
or of one division serves constantly to check and 
verify that of another. 

(c) That there is a well-defined subdivision of re- 
sponsibility in the area of cash and credit 

^Clarence Scheps, Accounting for Colleges and Univer - 
sities (Baton Rouge: L3U Press’, 1949., P. 308). 
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operations. As Lloyd Morey expresses it, "No one 
officer nor his representative should buy the goods, 
check their receipt, approve the bill and pay the 
bill*'. 5 

(d) That detailed accounting information should be 
segregated into subsidiary lodgers controlled by 
one or more accounts in the general ledgers. Post- 
ings to the subsidiary ledger should be made by an 
employee other than the one who keeps the general 
ledgers . 

(e) That the following mechanical equipment and pre- 
numbered financial stationery be used to provide 
additional checks and balances on the work of the 
business staff* 

1. Gash registers with locked-ln counters and lists, 

2. Accounting machines with automatic totaling 
devices, 

3. Check writing machines and protectographa . 

4. Pr@-numbered financial documents, such as re- 
ceipts, checks, and purchaseorders. 

(f) The employees in the business office be required to 
take annual vacations, b© rotated a3 practicable 
and be bonded where appropriate, 

5Lloyd Morey, University and College Accounting . (New 
York, 1930, p. 213). 
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(g) That continuous internal auditing be employed. 

(h) That external audit be conducted. 

The audit of student tuition and fees is one of the most 
Important areas of post-auditing. The registrations for each 
term should be audited in detail. Tuition scholarships, rebates, 
and remissions should be examined either completely or on a test 
Chech basis. The emphasis upon an audit of tuition should be to 
determine the amount of Income which should have been received 
or accounted for. 

The Budget 

In the business world the "budget formulates a program 
of sales, production, and finance which assures management that 
a plan is being followed which will ensure an approximately 
known profit," In the field of education, the budget serves 
other purposes. It is both an Instrument of control and limita- 
tion and a comprehensive financial plan for efficient and ser- 
viceable operation. The Comptroller's primary responsibility 
is to sea that the operating plana of the university are pro- 
perly expressed in financial terms. 

One of the chief purposes of the university budget is to 
afford an important type of control to the Board of Trustees. 

This board meets infrequently and Its members give but little 
of their time to actual administration of the institution. In 

A, Paton, Accountant's Handbook (2nd Edition, New 
York, 1933) p. 1178). 
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order, then, that the governing board may exercise its pre- 
rogatives, that Is, guide the institution and determine its 
policies in advance outlining the operations of the university 
for a given period of time, a budget must be meticulously pre- 
pared and submitted to the board for its approval. The govern- 
ing board thus extends its control over the institution by 
means of the budget which places limitations on the president’s 
powers of control and supervision over the detailed expenditures 
of funds for the various divisions of the university. In like 
manner, the budget enables the president to extend his control 
over the detailed operation of the institution. 

Clarence Scheps states that: 

The budget as adopted is not the product of the president's 
desires, the desires of the business office, or the desires 
of a segment of the faculty. Instead, it tends to meet the 
requirements of the faculty, president, deans, and business 
officers. The budget is a chart and plan without which a 
college cannot function satisfactorily. • 

The Comptroller's part in the actual operation of the 
budget varies considerably in different universities, but h8 
should, as a minimum, render appropriate counsel as to proper 
budgetary procedures. In moot universities the controlled 
unit of the bu Igst is the department, either the instructional 
department or the organized division, such as the bookstore, 
dining hall, or athletic department. The head of each organiza- 

^Clarence Scheps, op. clt . pp 35-86. 
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tion unit prepares and Is guided by a budget. Budgets for ex- 
penses Incurred in connection with finances, such as pension 
contributions, group insurance, and oinking fund contributions, 
is a particular responsibility of the comptroller and 3hould not 
be delegated beyond his department. 

There are two phases in the preparation of the budget: 

(1) the estimation of the income, and (2) the estimation of the 
expenditures. In preparing estimates of income, the comptroller 
should play the major role, particularly in estimating student 
fees, income from endowments, and state appropriations. To aid 
in estimating income from auxiliary enterprises the manager of 
each enterprise submits formal estimates to the comptroller. 

Subject to approval of the president, the comptroller, 
after estimating income as accurately as possible, should issue 
a tentative allotment to each department head. This is not 
final but is used to get the bu’get process started, and to 
prevent departmental requests from greatly exceeding available 
resources. After issuing tentative allotments there should be 
opportunity for reclaim to the comptroller and if need be, to 
higher authority. However, the comptroller should require that 
a definite calendar be followed in the budgetary procedure. 

As soon as an agreed figure on income has been obtained, 
the president, his cabinet of deans and the comptroller should 
determine the general policies that are to guide department head 3 
in the preparation of their budget reiuests. Upon receipt of 
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the budget requests, the comptroller should tabulate the re- 
quests on summery forms which show changes in the requests from 
the budget of the current year anl previous years. 

The president should discuss each request with the head 
of the department concerned. The comptroller, of course, should 
be present at this conference in order to shed light on technical 
problems and bring forth accounting, statistical or legal aspects 
as appropriate. 

Cost Accounting 

The first essential step that the comptroller must take 
is to educate himself and the university management he serves 
in a sound cost philosophy, bearing in mind the limitations on 
the accuracy of the operating data on which all cost calculations 
are based and the limitations inherent in the methods used to 
compile and arrange the data in the form of cost information and 
cost reports, Every comptroller knows of the misconceptions 
that arise from the unthinking use of cost data, or the use of 
cost data unthinkingly prepared. It is important, therefore, 
that a clear understanding exists in the minis of all executives 
using regularly prepared cost reports as to the meaning and 
limitations of the figures involved. 

The American Council on Education states: 

Although Educational Institutions are non profit organ- 
izations and, hence, college and university accounting is not 
concerned with the determination of net profits anl net 
worth (except for auxiliary enterprises), it is, nevertheless. 
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frequently necessary to compute total costs of various 
services performed. Total co3ts include those expenditures 
which are readily identifiable as being related exclusively 
to a particular service, project or department, known as 
direct costs, and an appropriate share of expenditures 
which are Incurred in behalf of more than one function or 
unit of organization and often are related to the institu- 
tion as a whole, known as indirect expenditures. Indirect 
expenditures include those for general administration, 
general expense, and libraries, and for the operation and 
maintenance of the physical plant. These service activities 
are necessary in carrying on the instruction and depart- 
mental research, organized research, and organized activities 
relating to educational departments, extension and public 
services, and the auxiliary enterprises. In order to 
determine the total cost of any of these primary functions 
of an educational Institution, it is necessary to distribute 
indirect expenditures on an equitable basis to all the 
primary functions, and to add an appropriate share of such 
expenditures to the direct costs of each primary function. 8 

In constructing and maintaining a cost accounting system, 
the comptroller should bear in mini the various inequities that 
can manifest themselves in university raanagemsnt unless he is 
most capable in allocating indirect expenses and determining 

costs . 



After World War II, as research programs grew, it be- 
came Increasingly obvious that unless all costs were recognized 
and recovered in expense reimbursements, funis otherwise re- 
ceived and available for ln3ttuction or other Institutional 
purposes would be diverted to support research sponsored by 
either public or private agencies. 

In privately controlled institutions the desire fre- 



^American Council on Education, College and University 
Business Administration . Vol. I, op. clt, . "p. 120)7 
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quently Is expressed by members of the board that the individual 
colleges of the university live within their own Incomes insofar 
as possible. Friends and alumni may express dissatisfaction if 
they feel that within a university a portion of their college’s 
endowment income is being used to support another college of 
that university. 

John D. Millet states: 

The problem of allocating the indirect or overhead 
expanses of university operations is one of the major issues 
of cost analysis. Allocation of overhead expenditures la 
Important for the reason that in a private university, 
where income is derived so largely from student fees, ad- 
ministrators of individual educational programs are likely 
to believe that all student fees arising from their in- 
structional activities are to be devoted 3olely for the 
support of their Instructional expense. 9 



9john D. Millet, Financing; Higher Education in the United 
States (Mew York: the Columbian University Press, 1952) Chapter 
6. P. 83. 



CHAPTER III 



I NT2RPR3TAT ION , CO-ORDINATION AND POLICY 



Statements and Reports for Management 



It Is unnecessary to dwell at length on the importance 
of adequate statements and reports for the president and the 
Board of Trustees in the discharge of the comptrollership 
function. It is obvious that succossful communication to the 
management of the essential facts about the financial affairs 
of the university is the climax of all the effort that the 
Comptroller puts into the management phase of his activities. 

To present the facta Is not necessarily difficult but it is not 
enough; the facta must be communicated before the comptroller 
can consider his job as done. 

David R» Anderson suggests a classification of reports 
for an industry type of management, which Is essentially appli- 
cable to the Comptroller’s function in a university; 

Operating Reports- Current Control Reports and Summary 
Control Reports- (to note deviation from planned 
performance. ) 

Information Reports- Trend Reports, which are vertical 
comparisons of the results of an activity over a 
period of time, an! Analytical Reports, which are 
horizontal comparisons of the results of different 
activities over a period of time. 

Financial Reports- Static Reports, i. e., analysis of 
financial strength and structure as of a given 
date. Dynamic Reports, including Financial Con- 
trol Reports, which measure financial condition 



30 






< 




31 



against budgeted condition. Measurement of Effect- 
iveness of Use of Funds Reports, which shows re- 
lationship of investments in types of assets. 

Reports of Changes in Financial Condition, which 
summarizes an] analyzes changes in financial 
condition during a given period. - 

Financial reporting is a logical extension of the account- 
ing system, thus, if the accounting records are adequate, the 
preparation of financial reports and statements is a matter 
merely of regrouping and classifying the information supplied. 

The necessity and importance of periodic reporting is 
recognized in the business field as a matter of evaluating 
stewardship. The administrators of universities are in much 
the same position. The public institution is financed by tax- 
payers who are entitled to full reporting. The private college 
is financed by gifts and endowments, the donors of which have 
a right to know how their donations are being expended. Clarence 
Scheps states that a vte 11- prepared financial report does much 

to inspire the public with confidence in the work of the educa- 

2 

tlonal institutions and of their leaders. Julius Schwertz adds 
that the controller preeminently is charged with the responsibility 
to protect the institutional integrity of the corporation he 
serves anl represents and that in the preparation of the annual 
Report he should tell a ’’total story to a total audience". 3 

^•David R. Anderson, Op. clt .. p. 235. 

O 

‘-Clarence Scheps, on. cit. . p. 522. 

^Julius Schwertz, Tho Controller as Chief Architect, The 
Controller . November, 1954 , — 118 - 123 . 
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While Mr. Schwerta addressed himself, particularly to the public 
relations functions of the corporation controller, no less can 
be said of the university comptroller's responsibilities in that 
regard . 

In addition to the published report, other forms of re- 
ports serve important purposes in universities. Reports to 
administrative officers and the Trustees furnish current informa- 
tion concerning the operation of the institution without which 
intelligent administration is impossible. Reports to division 
heads and deans concerning the status of budgets is an essential 
part of budgetary control. Finally, reports to heads of auxiliary 
enterprises, such as bookstores and dining halls, render Important 
assistance in the administration of those enterprises.^ 

In examining the writings on university accounting per- 
taining to the reporting process the material appears to be some- 
what restricted in scope. However, it is noted that John D. 
Millett in his treatment of the problem of financing higher 
education brings to light certain cost problems. ’ It would 
appear that the Comptroller in any university should not only 
keep abreast of those problems by appropriate analysis but be 
alert to report his findings much as does ths industry controller 
along the lines of the classification presented at the commence- 
ment of this chapter. 

^Clarence 3 snaps, op. clt .. p. 322. 

^John D. Millet, op. clt . p. 169 
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Millet states : 

One of the major difficulties of college and university 
administration is the utilization of space. Academic tradi- 
tion has given little attention to the costs of maintaining 
extensive facilities utilised only a few hours a day or a 
few days a week. 

Again Millet advises: 

The printing and publication practices of aiany colleges 
and universities constitute still other types of activities 
in which economies may be possible. By their very nature 
colleges and universities have a strong disposition to 
print and publish too much material . ' 

In summary it is felt that the university comptroller 
has an analytical reporting function, which perhaps has not been 
stressed sufficiently in contemporary writings. 



Administration of Staff Benefit Programs 

M 0 st educational institutions in the United States have 
retirement plans, and an increasing number also have life in- 
surance, hospitalization, surgical benefits, sick leave, vacation, 
and other similar welfare plans. Staff benefits are in fact, 
part of the cost of personal service and the comptroller should 
compute their dollar value and make known such costs to the 
benefitted employees and the officers of the administration. 

The rstirment policy, involving adequate pension pro- 
visions is a vital part of the administration of an educational 
institution, and it merits considered and intelligent develop- 

6 John D. Millet, Ibid , p. 171. 

John D. Millet, Ibid , p. 170. 












.• - -i- 





34 

ment and periodic review. Expenditures to support a retirement 
plan are Justified because the plan will further the interests 
of the institution. If the college can assist members to look 
forward to security after retirement, it may expect from them 
better morale, greater loyalty and more effective accomplishment 
during the years of active service. Notwithstanding the 
altruistic aspects of an adequate retirement policy, the costs 
thereof should be carefully examined and appropriate funis should 
be set up by mutual contributions of employer and employee. 

A college should concern Itself with making retirement 
of its staff members financially feasible for them. There are 
involved such questions as: How large should, the retirement 
Income be'r Manifestly it is not feasible that the retirement 
formula should be such as to provide each participant a benefit 
which will meet all of his individual and varying need3, A 
realistic approach is to formulate benefit schedules adequate 
to satisfy the normal or average situation. In this connection, 
the Old Age an.l Survivors Insurance (OASI) coverage was extended 
to all educational institution In 1954. Institutional retire- 
ment plana should be related carefully to the social security 
formula. It is the comptroller’s accounting function to insure 
that proper recording and reporting of salary deductions are 
made . 

Almost all colleges provide some benefit for survivors 
of deceased staff members . Careful integration of life insurance 
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coverage on a group basi3 with federal social security benefits 
and death benefits provided by retirement systems can result 
in an effective and economical survivor benefit program. These 
combined provisions afford the individual a substantial basis 
for developing the total life Insurance protection which his 
family needs. 

In addition to retirement benefits, group life Insurance, 
and private life insurance, there are the group hospital surgical 
and medical expense plans. Educational institutions should 
support these plans to the extent of administering them locally 
through payroll deductions. If adequate resources are avail- 
able, it is proper for the Institution to share with the employee 
the premium payments. The comptroller's function is to perform 
not only the accounting role but the advloo^v role in apprising 
both the university executives an \ the benefltted staff members 
of the coots and relative merits of the various types of insurance 
coverage. The costs of these programs to be borne by university 
funds should be not only budgeted as an annual charge, but 
should, be carefully forecasted to bring to light the impact 
of such costs on the future financial position of the university. 



CHAPT1R XV 



CONCLUSION 

The salient thought that emanates from this paper ia that 
in the academic vrorld of the university which its concentration 
in imparting knowledge to the youth of the country and its bent 
on conducting research for the betterment of knowledge, there 
is needed a corps of skillful financial managers to conduct the 
business affairs of the university. It is Just as necessary to 
extract the most out of the tuition dollar of the university 
as it is the sales dollar of the corporation. With competent 
professional financial management, faculty members are freed 
from the tedium of university business affairs. It is believed 
therefor that the comptroller has a field of great opportunity 
in university financial management. 

Just as in a corporation where the comptroller ia in a 
pootion to stQer the ship of state in an advisory capacity, 
this fact is no less true in a university for the reason that the 
large university is also big business. Capital investments in 
the form of buildings, grounds and equipment run into th« 
hundreds of millions of dollars. Real estate an! securities 
holding aimllarily are mammoth; payrolls now constitute a million 
persons. The university comptroller through his financial 
capability is in a position to render a splendid service in the 
optimum education of each youngster at minimal coot to his parents 
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APPENDIX 



DIJTI"S OF A CONTROLLER 



As Defined by the Controllers Institute of America 

1. The installation and supervision of all accounting records 
of the corporation, 

2. The preparation and interpretation of the financial state- 
ments an i reports of the corporation. 

3. The continuous audit of all accounts and records of the cor- 
poration wherever located. 

4. The compilation of production costs. 

5. The compilation of costs of distribution. 

6. The taking and costing of all physical inventories. 

7. The preparation and filing of tax returns and the super- 
vision of all matter relating to taxes. 

8. The preparation and interpretation of all statistical 
records and reports of the corporation. 

9. The preparation, as budget director, in conjunction with 
other officers and departments heads, of an annual budget 
covering all activities of the corporation, for submission 
to the Board of Directors prior to th9 beginning of the fis- 
cal year. The authority of the controller with respect 

to the veto of commitments or expenditures not authorized 
by the budget, shall, from time to time, be fixed by the 
3oard of Directors. 

10. The ascertainment currently that the properties of the cor- 
poration are properly and adequately insured. 

11. The initiation, preparation and issuance of standard practices 
relating to all accounting matters and procedures and the 
co-ordination of systems throughout the corporation, in- 
cluding clerical and office methods, records, reports and 
procedures. 

12. The maintonance of adequate records of authorised appro- 
priations and the determination that all sums expended 
pursuant thereto are properly accounted for. 
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13. The ascertainment currently that financial transactions 
covered by minutes of the Board of Directors and/or 

the Executive Committee are properly executed and recorded. 

14. The maintenance of adequate records of all contracts and 
leases . 

15. The approval for payment (and/or counts reigning) of all 
checks, promissory notes an! other negotiable instru- 
ments of the corporation vrhich have been signed by the Treas- 
urer or such other officers as shall have bean authorized 

by the by-laws of the corporation or from time to time 
designated by the Board of Directors. 

16. The examination of all warrants for the withdrawal of 
securities from the vaults of the corporation and the 
determination that such withdrawals are made in conformity 
with the by-laws and/or regulations established from time 
to time by the Board of Directors. 

17. The preparation or approval of the regulations or standard 
practices required to assure compliance with orders or 
regulations issued by duly constituted governmental agencies 
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